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Massachusetts  Technology  Development  Corporation 


September  28,  1979 


His  Excellency  Edward  J.  King 
Governor  of  the  Commonwealth 

The  Honorable  Chester  A.  Atkins 
Chairman,  Senate  Ways  and  Means  Committee 

The  Honorable  John  J.  Finnegan 
Chairman,  House  Ways  and  Means  Committee 

Secretary  Edward  T.  Hanley 

Executive  Office  for  Administration  and  Finance 

Mr.  Robert  E.  Sheehan 
Comptroller 

Dear  Sirs: 

It  is  my  pleasure  to  submit  this  Annual  Report  of  the  Massachusetts 
Technology  Development  Corporation  on  our  activities  during  the  fiscal 
year  ended  June  30,  1979.  As  you  know,  on  October  19,  1978,  MTDC 
succeeded  the  Massachusetts  Science  and  Technology  Foundation.  In  that 
sense,  this  is  the  MTDC's  first  Annual  Report. 

MTDC  was  founded  to  provide  financial  assistance  to  small,  innovative 
enterprises  that  have  the  ability  to  create  good  jobs  and  to  expand  tax 
revenues.  On  March  16,  1979,  we  obtained  our  initial  pool  of  investment 
capital  through  a  $2  million  Revolving  Loan  Fund  from  the  Economic 
Development  Administration/U.S.  Department  of  Commerce  under  Title  IX  of 
the  Public  Works  and  Economic  Development  Act  of  1965,  as  amended.  On 
June  15,  1979,  just  three  months  after  we  had  received  approval  to 
implement  the  Fund,  ,our  Board  of  Directors  offered  a  loan  of  $250K  to 
Spire  Corporation  of  Bedford. 

Our  accomplishments  this  year  reflect,  I  believe,  the  dedication  our 
Board  has  shown  to  the  efficient  and  effective  implementation  of  our  new 
mandate.  We  have  been  very   fortunate  in  the  calibre  of  public  members 
joining  our  Directors:  Secretary  for  Administration  and  Finance  Edward  T. 
Hanley  who  brings  years  of  business  experience,  Secretary  of  Economic 
Affairs  George  S.  Kariotis  whose  own  experience  in  technology-based 
business  formation  and  growth  has  helped  shape  our  investment  program, 
and  Lt.  Governor  Thomas  P.  O'Neill,  III,  who  has  served  us  before  and  who 
was  very  instrumental  in  our  receiving  our  first  pool  of  investment 
capital.  I  believe  that  the  fact  that  the  new  MTDC  has  retained  a  number 
of  individuals  who  also  served  the  Foundation  has  given  us  the  continuity 
~m  to  assure  that  the  new  organization  makes  full  use  of  the  legacy  of  its 

predecessor.  At  the  same  time,  our  new  members,  Joe  B.  Wyatt  and  Dr. 
Robert  C.  Seamans,  Jr.  have  brought  us  fresh  insights  and  new  vitality. 


1 31  STATE  STREET,  SUITE  620  BOSTON,  MASSACHUSETTS  021 09  (61 7)  723-4920 


Digitized  by  the  Internet  Archive 

in  2013 


http://archive.org/details/annualrep1979mass 


-  2  - 


MTDC  is  eager  to  continue  its  efforts  to  perform  the  work  entrusted 
to  us  and  we  are  grateful  for  the  support  of  the  Governor  and  the  Great 
and  General  Court  in  our  efforts  to  do  so. 


Sincerely, 


/Ua^u-^  j/ oL&^_^ 


Marvin  G.  Schorr 
Chairman 


131  STATE  STREET,  SUITE  620  BOSTON,  MASSACHUSETTS  02109 


BOARD  OF  DIRECTORS 


The  Massachusetts  Technology  Develooment  Corporation  is  governed  by 
a  Board  of  eleven  directors  apDointed  by  the  Governor  of  the  Commonwealth. 

MTDC's  enabling  legislation,  Chapter  497  of  the  Acts  of  1978, 
specifies  that  eight  of  the  directors  include  persons  having  skills 
and  experience  in  providing  capital  to  new,  innovative  businesses,  in 
starting  and  operating  such  businesses,  in  oroviding  professional 
services  to  or  otherwise  working  with  such  businesses,  and  in  obtaining 
and  administering  grants  and  contracts  from  governmental  and  ohilanthronic 
sources.  The  Secretary  of  Economic  Affairs,  the  Secretary  for  Adminis- 
tration and  Finance  and  one  other  cabinet  secretary  or  officer  of  the 
Commonwealth  selected  by  the  Governor  serve  ex-officio. 

Members  of  the  Board  of  Directors  are  appointed  for  five  year  terms. 
In  making  the  initial  appointments,  however,  three  members  were  named  to 
one  year  terms,  three  to  three  year  terms  and  two  to  five  year  terms. 
Officers  of  the  Board,  with  the  exception  of  the  Secretary,  were  elected 
from  the  appointed  Directors. 


Dr.  Marvin  G.  Schorr,  Chairman 

President,  Tech/Ops 
Term  expires  October  11,  1983 


Joe  B.  Wyatt,  Vice-Chairman 

Vice  President  lor  Administration 

Harvard  University 
lerm  expires  October  II,  1S81 


Warren  S.  Berg,  Treasurer 

Senior  Vice  President 

Sbawmut  Bank  ol  Boston 

lerm  expires  October  11,  19/9 


Dr.  John  R.  Ehrenfeld 
Chairman 

New  England  River  Basins  Commission 
Term  expires  October  11,  1983 


Edward  T.  Hanley 

Secretary 

Execotive  Office  of 

Administration  and  Finance 

Director  ex  officio 


flHPp 


George  S.  Kanotis 

Secretary 

Executive  Of/ice  of  Economic  Affairs 

Director  ex  officio 


Dr.  Albert  J.  Kelley 

President 

Program  Systems  Management  Company 

Arthur  D.  Little  Company 

form  expires  October  11,  19/9 


Or.  David  I.  Kosowsky 

President,  Damon  Corporation 
lerm  expires  October  11,  19/9 


Thomas  P.  O'Neill,  III 

Dr.  Charles  A.  Sanders 

Dr.  Robert  C.  Seamans,  Jr. 

Joel  Orlen,  Secretary 

/;.  Governor 

General  Director 

Dean  of  Engineering 

Office  ol  the  Provost 

Director  ex  officio 

Massachusetts  General  Hospital 

Massachusetts  Institute  ol  Technology 

Massachusetts  Institute  of  Technology 

form  expires  October  11,  1981 

Term  expires  October  11,  1981 

PRESIDENT'S  MESSAGE 


When  the  newly  appointed  Board  of  Directors  of  the 
irving  sacks     Massachusetts  Technology  Development  Corporation 

asked  me  to  serve  as  the  organization's  first 
President,  I  was  able  to  accept  their  appointment  enthusiastically  knowing 
that  my  job  would  be  a  great  deal  easier  because  of  the  legacy  of  MTDC's 
predecessor,  the  Massachusetts  Science  and  Technology  Foundation. 


I  had  served  as  the 
transitional  period  when 
Chapter  40G  of  the  Genera 
with  those  legislators  wh 
like  Senator  Robert  Wetmo 
Finnegan,  Representative 
It  is  their  vision  of  a  d 
traditional  Massachusetts 
based  products,  processes 
opportunities  and  additio 
into  policy  and  accomplis 


Foundation's  Acting  Director  during  the 
the  legislature  was  developing  and  enacting 
1  Laws,  the  MTDC  enabling  statute.  I  had  worked 
o  were  responsible  for  the  creation  of  MTDC,  people 
re,  Senator  John  Olver,  Representative  John 
Richard  Demers  and  Representative  Barbara  Gray, 
evelopment  finance  mechanism  drawing  on  the 
ability  to  create  new  enterprise  from  technology- 
and  services  to  produce  stable  employment 
nal  tax  revenues  that  the  new  MTDC  must  translate 
hment. 


The  challenge  of  guiding  the  MTDC  through  its  first  months  has,  as  I 
knew  it  would,  been  made  easier  because  the  new  organization  was  able  to 
retain  the  staff  of  the  Foundation.  By  continuing  on  the  job,  these 
individuals  have  given  MTDC  the  substantial  advantage  of  a  head  start  in 
the  establishment  of  working  relationships  with  leaders  in  the  Commonwealth's 
financial,  academic  and  industrial  communities. 

We  had  set  the  following  goals  for  our  first  year   of  operation: 

t  to  obtain  our  first  pool  of  investment  capital 

t  to  make  our  first  investment 

t  to  develop  an   investment  procedure  without  the  delays 
that  so  often  plague  federal  and  state  bureaucracies 

•  to  provide  all  the  assistance  to  small,  technology- 
based  firms  our  limited  resources  would  permit 

•  to  initiate  market  development  strategies  in  the  solar 
and  coal  technologies  aimed  at  creating  some  opportu- 
nities for  later  MTDC  investments. 


goals 


It  is  with  some  pride  that  I  report  that  MTDC  has  fulfilled  these 


On  September  29,  1978,  we  received  preliminary  approval 
and  on  March  16  final  approval  for  a  $2  milTion  Revolving 
Loan  Fund  through  the  Economic  Development  Administration 
U.S.  Department  of  Commerce  under  Title  IX  of  the  Public 
Works  and  Economic  Development  Act  of  1965,  as  amended. 


There  is  no  question  but  that  Lt.  Governor  Thomas  P. 
O'Neill,  III,  a  member  of  the  MTDC  Board  of  Directors, 
had  a  great  deal  to  do  with  our  receiving  this  first 
pool  of  capital . 

t  On  June  15,  1979,  the  MTDC  Board  of  Directors,  acting 
upon  the  advice  of  our  Investment  Advisory  Committee, 
gave  initial  approval  to  a  loan  of  $250,000  to  the  Spire 
Corporation  of  Bedford,  Spire,  which  employs  120  people, 
has  developed  a  pulse  beam  annealing  technique  for  use  in 
the  manufacture  of  solar  photovoltaic  cells.  This 
innovation  has  the  potential  to  lower  the  cost  of  these 
electricity  producing  wafers  by  a  factor  of  ten.  The  MTDC 
investment  promises  to  produce  130  new  jobs  over  the  next 
three  years. 

•  MTDC  was  able  to  provide  effective  assistance  to  200  small, 
technology-based  enterprises  throughout  the  state, 
bringing  them  around  $3  million  in  new  financing. 

•  In  cooperation  with  the  Massachusetts  Office  of  Energy 
Resources,  the  Northeast  Solar  Energy  Center,  and  the  New 
England  Regional  Commission,  MTDC  has  initiated  a  wood 
energy  project  that  is  beginning  to  have  real  impact  on 
industrial  applications  of  this  alternative  fuel. 

Looking  ahead  in  FY  1980,  MTDC  expects  to  have  invested  more  than  half 
of  the  total  Revolving  Loan  Fund,  between  $1,000,000  and  $1,500,000.  Our 
forecast  is  that  the  entire  fund  will  be  fully  invested  by  December,  1980. 


Irving  Sacks 
President 


September  28,  1979 


MTDC 
FIRST  YEAR  HIGHLIGHTS 


July  16,  1978 


Passage  of  legislation  to  establish  the 
Massachusetts  Technology  Development  Corporation 


September  29,  1978 


MSTF  is  informed  that  the  new  MTDC  may  receive 
a  $2  million  Revolving  Loan  Fund  through  the 
Economic  Development  Administration,  U.S. 
Department  of  Commerce  under  Title  IX  of  the 
Public  Works  and  Economic  Development  Act  of 
1965,  as  amended. 


October  19,  1978 


MTDC  enabling  legislation  becomes  law  when 
the  new  Board  of  Directors  is  sworn  in. 


November  9,  1978 


Officers  of  the  Corporation  elected  at  first 
meeting  of  MTDC  Board  of  Directors. 


January  24,  1979 


MTDC  Board  of  Directors  appoints  a  Sub-Committee 
on  Investment  Strategies,  later  to  be  known  as 
the  Investment  Advisory  Committee. 


March  16,   1979 


EDA  approves  procedures  for  implementing  the 
Revolving  Loan   Fund,  clearinq  the  way  for 
MTDC's  first  investment. 


June  16,  1979 


MTDC  Board  of  Directors  approves  first  loan. 


PROGRAMS 


MTDC  concentrates  on  technology  development  and  commercialization. 
These  are  complex  processes  which  depend  on  action  across  the  spectrum 
of  R&D,  financing,  engineering,  production,  and  marketing. 

During  the  past  fiscal  year,  MTDC  achieved  success  in  the  following 
programmatic  areas:  investment,  management  assistance,  facilitating 
access  to  grant  monies,  and  technology  development. 

Investment 

MTDC  applied  for  and  received  a  $2  million  Revolving  Loan  Fund 
from  the  Economic  Development  Administration/U.S.  Department  of  Commerce 
under  Title  IX  of  the  Public  Works  and  Economic  Development  Act  of  1965, 
as  amended. 

Creating  investment  criteria  and  establishing  operating  policies 
and  procedures  consistent  with  the  new  MTDC's  legislative  mandate 
reguired  substantial  staff  effort.  This  work  was  supported  by  the 
Northeast  Solar  Energy  Center  (NESEC).  Both  NESEC  and  the  U.S.  Depart- 
ment of  Energy  believe  that  this  unique  development  finance  mechanism 
can  help  solar  companies. 

Following  the  March  16,  1979,  receipt  of  its  grant,  MTDC  applied 
the  newly  developed  investment  criteria  to  several  potential  candidates. 
At  the  June  meeting  of  the  MTDC  Board  of  Directors  a  $250K  loan  was 
approved  to  Spire  Corporation  of  Bedford,  the  developer  of  a  new 
manufacturing  process  with  the  potential  to  reduce  the  cost  of  solar 
cells  by  a  factor  of  10. 

The  operating  philosophy  developed  by  MTDC  emphasizes  the  "packaging" 
of  deals  which  may  or   may  not  involve  the  use  of  our  limited  public 
resources.   In  the  case  of  Spire  Corporation,  both  MTDC  funds  and  private 
capital  were  made  available  to  this  employer  of  120.  In  the  case  of 
Kronos ,  Inc.  of  Brighton,  the  program  brought  enough  private  capital  to 
this  small  business  so  that  it  will  be  able  to' hire  200  people  over  the 
next  four  years.  As  a  result  of  MTDC  involvement,  last  year  alone 
Massachusetts  small  companies  received  a  total  of  $1  million  in  asset 
based  financing,  and  another  $1  million  in  equity  capital. 

Management  Assistance 

Prior  to  its  EDA  grant  establishing  the  Revolving  Loan  Fund,  MTDC's 
efforts  to  assist  small  businesses  commercialize  their  technologies 
consisted  of  assistance  with  management,  market  research,  technological 
evaluation,  financial  planning  and  analysis. 

During  the  past  year,  a  total  of  260  companies  sought  MTDC 

assistance;  of  these  200  or  77%  were  served.  60%  of  those  seeking  aid 

had  been  worked  with  by  MTDC's  predecessor;  40%  came  as  a  result  of 

efforts  to  publicize  the  new  program. 


These  businesses  involved  technologies  in  the  following 
categories : 


Solar 

15°/ 

Electronics 

12.5% 

Computers 

8% 

Pharmaceuticals 

5% 

Environmental 

Management 

7% 

Chemicals 

5% 

Other  technology-oriented  concerns  concentrated  in  such  fields  as  optics, 
lasers,  coal  and  nuclear  energy,  acoustics,  food  processing,  fishing 
and  agriculture,  plastics,  machine  tooling,  engineering  design  and 
consulting  as  well  as  theft  control.  The  companies  were  located  through- 
out Massachusetts.  They  presently  employ  from  1  or  2  people  up  to  120. 
They  average  23  employees  each. 

Most  companies  coming  to  MTDC  sought  and  received  evaluation  of 
their  business  concepts  and  plans.  Additionally,  of  the  200  companies 
seeking  assistance: 

•  12.5%  received  assistance  with  an  SBA  application 

•  20%  were  referred  to  grant  sources 

•  50%  received  financial  planning  assistance 

t  10%  received  an  evaluation  of  their  management  teams 

t  4%  received  market  strategy  development  assistance. 

In  conjunction  with  its  program  with  NESEC,  MTDC  was  contacted  by 
over  30  small  Massachusetts  solar  firms.  Level  of  assistance  rendered 
related  to  the  company's  stage  of  development:  to  whether  a  product, 
process  or  service  ready  for  the  marketplace  existed,  to  whether  a 
concept  for  deriving  a  business  enterprise  had  been  created,  to  whether 
revenues  had  been  generated. 

10%  of  the  solar  situations  socking  assistance  qualify  for  considera- 
tion by  the  MTDC  investment  program.  About  17%  received  substantial 
assistance  in  financial  planning.  Some  30%  were  matched  to  specific 
requests  for  proposals  from  various  funding  sources  whose  goals  appeared 
compatible  with  entrepreneurial  interests  and  needs.  In  one  instance,  a 
joint  venture  was  arranqed,  in  another  a  manpower  program  referral  was 
successfully  performed.  About  20%  sought  and  received  an  analysis  and/or 
evaluation  of  business  concept,  marketing  strategy  or  management  team. 
One  (Spire)  became  MTDC's  first  investment.  The  remaining  20%  were  too 
early  in  the  innovation-cycle  for  MTDC  programs,  or  dealing  in  areas  for 
which  known  sources  of  grant  monies  are  unavailable." 


Facilitating  Access  to  Grant  Monies 

MTDC  participated  directly  in  the  awarding  of  over  $1  million  in 
R&D  funds  to  small  Massachusetts  firms. 

MTDC  was  the  Massachusetts  representative  of  the  U.S. -Israeli 
Binational  Industrial  Research  and  Development  Foundation  (BIRDF). 
BIRDF  was  established  on  May  18,  1977,  to  support  and  promote  joint 
industrial  research  and  development  activities  of  mutual  benefit  to 
the  U.S.  and  Israel.   It  was  endowed  with  $60  million,  $30  million 
from  each  participating  country. 

As  the  Massachusetts  representative  of  the  organization,  MTDC  was 
funded  to  screen  applicants  for  support  under  both  the  R&D  and  business 
development  portions  of  the  BIRDF  program.  This  spring,  three  small 
Massachusetts  firms  received  nearly  $1  million  in  funds  to  be  spread 
over  a  three-year  period  to  establish  joint  ventures  with  Israeli 
companies  and  to  commercialize  innovative  technology  developed  here  in 
the  Commonwealth. 

MTDC  also  reviewed  proposals  for  funding  under  the  U.S.  Department 
of  Energy's  Small  Grant's  Program.  This  program  sought  to  encourage 
small  businesses,  individual  inventors,  communities  and  community-based 
groups  to  develop  energy-related  ideas  and  to  become  involved  in 
energy  research  and  development.  The  program  during  its  first  year 
was  small,  but  nearly  half  or  $100,000  of  Massachusetts  grant  funds 
went  to  firms  and  individuals,  many  of  whom  are  potential  candidates 
for  MTDC  investment. 

Technology  Development 

As  part  of  its  program  to  create  new  opDortunities  for  investment, 

MTDC,,,  with  fundi rq  from  the  Northeast  Solar  Energy  Center  and  from  the 
New  England  Regional  Commission,  examined  the  feasibility  of  establishing 
a  wood-energy  systems  industry  in  Massachusetts. 

MTDC  examined  three  housing  projects  to  determine  potential  cost 
advantages  to  developers  and  tenants  from  conversion  to  wood  fuel.  One 
development,  presently  using  natural  gas,  appeared  capable  of  using 
low-Btu  wood  gasification  to  save  M%   of  the  present  fuel  bill.  The 
MTDC  study  of  wood  as  a  fuel  for  housing  generated  considerable  interest 
among  potential  industrial  users.  With  a  grant  from  the  New  England 
Regional  Commission,  MTDC  produced  a  "Guide  to  Wood  Fuel  Conversion  in 
Moderate-sized  Industrial  Facilities",  "A  Guide  to  Wood  Combustion 
Equipment,  and  "Suggested  Policy  Considerations". 

In  yet  another  area  with  regional  industry  potential,  MTDC  helped 
put  together  a  consortium  of  fourteen  universities  seeking  designation 
as  a  national  coal  laboratory.  The  consortium  has  the  potential  for  . 
receiving  substantial  federal  funds  to  develop  and  demonstrate  clean 
coal  utilization  techniques. 


rn 


Supported  by  funds  from  private  industry,  MTDC  served  as  the  progra 
manager  of  a  joint  industry-government  project  to  measure  the  level  of 
Total  Suspended  Particulates  (TSP)  in  the  air.  GCA/Bedford  under  contract 
to  MTDC  and  monitored  by  a  technical  advisory  committee  of  the 
Massachusetts  Division  of  Air  and  Hazardous  Materials  will  complete  this 
effort  early  in  FY  '80. 


MEMBERS  OF  THE  STAFF 


Irving  Sacks,  President 
Esther  E.  Larson,  Office  Manager 
Beverly  M.  Gregson,  Executive  Secretary 
Marie  B.  Phaneuf,  Secretary 

Venture  Development  Staff 

Paul  Kelley,  Program  Manager 
Robert  J.  Crowley,  Investment  Consultant 
Louis  L.  Logan,  Financial  Analyst 
Howard  J.  Erlichman,  Analyst 

Industry  Development  Staff 

Linda  L.  Sutliff,  Program  Manager 


Deloitte 
Haskins  Sells 


MASSACHUSETTS  TECHNOLOGY 
DEVELOPMENT  CORPORATION 

Financial  Statements  for  the 
Years  Ended  June  30,  1979  and  1978 
and  Auditors1  Opinion 


Deloitte 
Haskins  Sells 


28  State  Street 

Boston,  Massachusetts  02109 

(617)742  7660 

Telex  940161 


AUDITORS'  OPINION 

Massachusetts  Technology  Development  Corporation: 

We  have  examined  the  balance  sheets  of  Massachusetts 
Technology  Development  Corporation  (formerly  Massachusetts 
Science  and  Technology  Foundation)  as  of  June  30,  1979  and 

1978  and  the  related  statements  of  revenues,  expenses,  and 
changes  in  fund  balances  for  the  years  then  ended.    Our 
examinations  were  made  in  accordance  with  generally  accepted 
auditing  standards  and,  accordingly,  included  such  tests  of 
the  accounting  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  financial  statements  present 
fairly  the  financial  position  of  the  Corporation  at  June  30, 

1979  and  1978  and  its  revenues,  expenses,  and  changes  in  fund 
balances  for  the  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a  con- 
sistent basis. 


August  10,  1979 


MASSACHUSETTS  TECHNOLOGY  DEVELOPMENT  CORPORATION 


BALANCE  SHEETS,  JUNE, 30,  1979  AND  1978  (Note  1) 

--ASSETS-- 1979 1978 

GENERAL  SUPPORT: 

Cash $    56,279   $   1,940 

Grants  receivable 34,000    47,250 

Prepaid  insurance  premiums  and  salaries.. 2,720       375 

Office  equipment  -  at  cost  less  accumulated 

depreciation  of  $5,662  in  1979  and  $5,370  in 

1978  (Note  6) - 8M7 593 

Total  general  support 93,816    ,  50,158 

RESTRICTED: 

Venture  Development  Program  (Note  2) : 

Grant  for  revolving  loan  fund 1,972,000 

Operating  cash 26  ,000 

Total  Suspended  Particulates  (TSP)  Program  - 

cash  (Note  3) 17,709    84,394 

Total  restricted 2,015,709    84,394 

TOTAL  ASSETS $2,109,525   $134,552 

LIABILITIES    AND 
--FUND    BALANCES  -- 


GENERAL  SUPPORT: 

Accrued  liabilities $    2,145   $   1,678 

Fund  balance  (Note  1 ) 91  ,671     48,480 

Total  general  support 93,816    50,158 

RESTRICTED  -  Fund  balances: 

Venture  Development  Program  (Note  2)  : 

Revolving  loan  fund 1,972,000 

Operating  fund 26,000 

Total  Suspended  Particulates  (TSP)  Program 

(Note  3) 17,709    84,394 

Total  restricted 2,015,709    84,394 

TOTAL  LIABILITIES  AND 

FUND  BALANCES $2,109,525   $134,552 

See  notes  to  financial  statements. 
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MASSACHUSETTS  TECHNOLOGY  DEVELOPMENT  CORPORATION 


NOTES  TO  FINANCIAL  STATEMENTS 
FOR  THE  YEARS  ENDED  JUNE  30,  1979  AND  1978 


1.  ORGANIZATION,  OPERATIONS,  AND  FUNDING 

The  Corporation  came  into  existence  on  October  19,  1978  pursu- 
ant to  an  Act  signed  into  law  by  the  Governor  of  the  Common- 
wealth of  Massachusetts  on  July  19,  1978.    This  Act,  known  as 
Chapter  497  of  the  Acts  of  1978,  created  the  Corporation  as 
successor  to  the  Massachusetts  Science  and  Technology 
Foundation,  which  was  simultaneously  dissolved.   All  of  the 
rights  and  assets  of  the  Foundation  were  transferred  to  the 
Corporation  and  all  of  its  remaining  liabilities  were  assumed 
by  the  Corporation.    The  accounts  of  the  Foundation  through 
its  dissolution  are  reflected  in  the  accompanying  financial 
statements  . 

The  purpose  of  the  Corporation  is  to  provide  financial  and 
other  assistance  to  small,  innovative  enterprises  that  have 
the  potential  to  expand  and  generate  new  jobs  and  tax  revenues. 

A  significant  source  of  funding  has  been  appropriations  from 
the  Commonwealth.    Through  the  fiscal  year  ended  June  30, 
1977,  the  predecessor  had  received  from  the  Commonwealth 
appropriations  aggregating  $925,1.10  under  annual  legislative 
acts.    Additional  appropriations  of  $150,000  and  $125,000  were 
received  during  the  years  ended  June  30,  1979  and  1978,  respec- 
tively.   The  appropriation  acts  impose  an  obligation  to  reim- 
burse the  Commonwealth  for  amounts  appropriated;   however,  in 
1972,  the  Massachusetts  Attorney  General  issued  an  opinion  that 
"such  continued  funding  by  the  Commonwealth  suggests  that  the 
Legislature  is  mindful  that  the  Foundation  requires  state  sup- 
port until  such  time  as  it  is  able  to  be  self-supporting." 
Accordingly,  the  liability  to  the  Commonwealth,  if  any,  is  not 
included  in  the  accompanying  financial  statements. 

2.  VENTURE  DEVELOPMENT  PROGRAM 

The  Corporation's  Venture  Development  Program  is  funded  by  a  $2 
million  grant  awarded  during  the  year  ended  June  30,  1979  by 
the  Economic  Development  Administration  (EDA),  U.S.  Department 
of  Commerce,  under  Title  IX  of  the  Public  Works  and  Economic 
Development  Act  of  1965,  as  amended.    The  Corporation  will  make 
loans  from  a  Revolving  Loan  Fund  to  eligible  borrowers  which 
include  Massachusetts-based  businesses  with  operations  involving 
a  significant  amount  of  technology  located  in  EDA  Title  IV  rede- 
velopment areas  and  which  meet  the  requirements  of  an  "enterprise" 
as  defined  in  Section  1  of  the  Corporation's  enabling  act.   The 
Corporation  has  agreed  to  provide  for  costs  of  administering 
the  Loan  Fund  (other  than  start-up  costs)  from  its  general  funds. 
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A  $1  million  letter  of  credit  has  been  established  by  the  EDA 
at  a  bank  to  be  drawn  upon  by  the  Corporation  for  making  loans 
and  providing  for  program  start-up  costs.    A  letter  of  credit 
amendment  for  an  additional  $1  million  will  be  issued  after 
satisfactory  program  progress  has  been  determined  by  the  EDA. 
As  of  June  30,  1979,  no  loans  had  been  made;   however,  $28,000 
had  been  drawn  by  the  Corporation  for  anticipated  start-up 
costs . 

TOTAL  SUSPENDED  PARTICULATES  (TSP)  PROGRAM 

The  Corporation  manages  a  program  to  make  measurements  and  per- 
form analysis  of  the  total  and  respirable  fractions  of 
suspended  particulates  in  their  contribution  to  air  pollution. 
For  the  years  ended  June  30,  1979  and  1978,  activities  of  this 
program  were  as  follows: 

1979      1978 
Revenues  -  contributions  from  private 

sources $  25,598   $202,701 

Expenses : 

GCA  Technology  Division  of  Bedford  for 

performance  of  program 85,850    109,295 

General  Operating  Fund  -  transfers  for 

management  of  program 6,423     9,000 

Miscellaneous 10        12 

Total  expenses 92,283    118,307 

Excess  (deficiency)  of  revenues  over 

expenses (66,685)    84,394 

Program  fund  balance,  beginning  of  year...     84 ,394 -  0  - 

Program  fund  balance,  end  of  year $  17,709   $  84,394 


4.  COAL  EXPLORATION  PROGRAM 

Sponsorship  for  the  drilling  phase  of  the  Coal  Exploration 
Program  in  southeastern  Massachusetts  was  terminated  effective 
March  7,  1978  upon  the  disbursement  of  the  balance  of  available 
funds.    During  the  year  ended  June  30,  1979,  the  Corporation 
received  a  grant  of  $1 ,000  which  it  disbursed  to  a  qualified 
participant  in  the  program.    The  Corporation  does  not  antici- 
pate additional  revenue  or  disbursements  for  this  program. 

5.  SPECIFIC  PROGRAMS 

Direct  expenses  (not  including  an  allocation  for  general 
expenses)  for  specific  programs  during  the  years  ended  June  30, 
1979  and  1978  were  as  follows: 

(See  following  page) 
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If  the  Corporation' s  general  expenses  had  been  allocated  to 
the  specific  programs  based  on  the  principal  direct  expenses 
of  the  programs,  the  following  charges  would  have  been  made 
to  the  programs  for  the  years  ended  June  30,  1979  and  1978: 

Program  1979     1978 

Business  Assistance  (form- 
erly Technology  Exchange)..   $  48,620  $54,784 
Organizational  Transition....  29,654  6,460 

Solar  Energy 27,520  3,498 

Wood  Energy 6,308 

Red  Tide 647 

Chitin  Conference 1,233 

Water  Pollution 185 

Program  Development.... 1,107 6  ,332 

Total - $113,856   $72,492 

6.   OFFICE  FACILITIES  AND  EQUIPMENT 

The  Corporation  has  lease  commitments  primarily  for  office 
space  during  the  next  two  fiscal  years  approximating  $20,300 
per  year. 

The  Corporation  records  office  equipment  at  cost  and  provides 
depreciation  on  a  straight-line  basis  over  the  estimated 
useful  lives  of  the  equipment. 
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